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1. AS THE FRG MOVES FORWARD WITH ITS REVIEW OF ITS 
RAW MATERIALS POLICY IN THE AFTERMATH OF THE ENERGY 
PREPCON, IT IS GIVING INCREASING ATTENTION TO THE 
POSSIBILITY OF PROPOSING A SUBSTANTIAL EXPANSION OF 
THE IMF COMPENSATORY FINANCING SCHEME. OUR SOURCES 
IN THE ECONOMICS MINISTRY POINT TO A NUMBER OF POSSIBLE 
BENEFITS TO SUCH A PROPOSAL. IT IS A POSITIVE RESPONSE 
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TO THEM. (IN ADDITION TO ANY POSSIBLE BENEFITS IN 
DC-LDC RELATIONS WHICH MIGHT RESULT, THE PROPOSAL 
DEMONSTRATES TO THE CHANCELLOR THAT THE MINISTRIES 
ARE CAPABLE OF COMING UP WITH POSITIVE PROPOSALS - 
A NOT INCONSIDERABLE BENEFIT GIVEN THE PRESSURE THE 
CHANCELLORY HAS BEEN EXERTING ON THE MINISTRIES TO 
COME UP WITH SOMETHING POSITIVE). SINCE THE SCHEME 
IS PART OF THE IMF, NO NEW INSTITUTION WILL 
HAVE TO BE CREATED AND THE MANAGEMENT OF THE SCHEME IS 
LIKELY TO BE AS OBJECTIVE AND RATIONAL AS CAN BE HOPED 
FOR. IN ADDITION, THE SCHEME IS SO STRUCTURED THAT IT 
TAKES INTO ACCOUNT THE ENTIRE BALANCE OF PAYMENTS 
SITUATION OF A COUNTRY BEFORE AID IS GIVEN. 

2. OUR CONTACTS ARE QUITE STRONGLY OPPOSED TO AN 
EXPANSION OF THE EC-ACP STABEX SCHEME ON EITHER A 
GEOGRAPHIC OR COMMODITY BASIS. THEY NOTE THAT THE 
PRODUCT-BY PRODUCT APPROACH OF THIS ARRANGEMENT COULD 
LEAD TO THE LUDICROUS SITUATION OF AN OIL EXPORTING 
COUNTRY RECEIVING AID BECAUSE ITS EARNINGS ON A 
NUMBER OF OTHER PRODUCTS FELL EVEN THOUGH ITS OVERALL 
BALANCE OF PAYMENTS SHOWED A SUBSTANTIAL SURPLUS. 

OUR SOURCES ALSO HAVE A TACTICAL PREFERENCE FOR 
FOCUSSING THE INITIAL CONSIDERATION ON THE IMF SCHEME. 

THEY ARGUE THAT ANY ARRANGEMENT THAT MIGHT FINALLY BE 
AGREED UPON COULD WELL BE A COMPROMISE SOMEWHERE 
BETWEEN THE IMF AND STABEX ARRANGEMENTS AND THEY FEAR 
THAT IF THE INITIAL FOCUS OF ATTENTION IS ON THE STABEX, 

THE LDCS WILL CONSIDER THE EXISTING ARRANGEMENT AS THEIR 
MINIMUM DEMAND AND THE POSSIBILITIES OF MAKING THE 
CONDITIONS MORE STRINGENT WOULD BE CONSIDERABLY REDUCED. 
OUR SOURCES WOULD MUCH PREFER TO BE IN THE POSITION OF 
NEGOTIATING A WEAKENING OF THE IMF SCHEME THAN A 
TIGHTENING UP OF THE STABEX. HILLENBRAND 
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